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REPORT OF THE BOARD

FINDINGS AND ORDER

1. 'earino Date and Place: This matter came on for hearing before
the VirgiMia Gas and Oil Board (hereafter "Board" ) at 9:00 a.m. on January 16,
2001, Sou(ihwest Virginia Higher Education Center, Campus of Virginia Highlands
Community College, Abingdon, Virginia.

2. ADPeazances: Mark A. Swarts of Swarts & Stump, appeared for the
Applicant. sandra B. Riggs was present to advise the Board.

3. Jurisdiction and Notice: Pursuant to Va. Code 55 45.1-361.1 et
~se ., the Board finds that it has jurisdiction over the subject matter. Based
upon the,,evidence presented by Applicant, 'the Board also f inde that the
Applicant has (1) exercised due diligence in conducting a search of the



reasonably, available sources to determine the identity and whereabouts of gas
and oil ollmers, coal owners, mineral owners and/or potential owners, i.e.,
persons ideRtified by Applicant as having ("Owner" ) or claiming ("Claimant" )
the rightk 'to Coalbed Nethane Qas in all coal seams below the Tiller Seam
(hereaftez'Subject Formation" ) in Subject Drilling Unit underlying and
comprised, ,cf Subject Lands; (2)'as given notice to all such parties
(hereaftez'ometimes "person(s)" whether referring to individuals,
corporatiz(ns, pertnerships, associations, companies, businesses, trusts, joint
ventures z(r othez legal entities) entitled by Va. Code Ann. 5$ 45.1-361.19 and
45.1-361.22, to notice of this Application; and (3) that the persons set forth
in ExhibiR B-3 hereto are persons identified by Applicant through its due
diligence who may be Owners or Claimants of Coalbed Nethane Qas znterests zn
subject Fbrmation, in subject Drilling Unit underlying and comprised of
Subject I(9nds, who have not heretefoze agreed to lease or sell to the
Applicant and/or voluntarily pool their Gas interests. Further, the Board has
caused no()ice of this hearing to be published as required by va. code Ann. 5
45.1-361.19.B.whereupon, the! Board hereby finds that the notices given herein
satisfy a(1 statutory requirements, Board rule requirements and the minimum
standards I'qf state due process.

4. Amendments: Exhibit B-3 and Exhibit G, Page 1.
5. Dismissals: None.

underlyinf(
collectiv

amd coNprised of the Subject Lands, (hez'eaf ter sometimes
y identified and referred to as "well development and/or operation
ect Drilling Unit" ), and (2) that the Board designate cowSOL Inc.
rator.

elhi

in the Su)()j
as Unit Op(S

lief Granted: The requested relief in this cause be and hereby is
) Pursuant to Va. Code 5 45.1-361.21.c.3, coMSOI Inc. (hereafter
ter") is designated as the Unit operator authorized to drill and

wells in subject Formation in the subject Drilling Unit, subject
i,t provisions contained in Va. Code 5 45.1-361.27 et ~Se .; to the

%bed Nethane Qas Field I order ogcB 3-90, dated Nay ls, 1990; to
coalbed Gas pield II Bo6rd's order 91-1119-0162 effective as of
1992, to 6 4 VAC 25-150 'et ~ee(., Qas and Oil Regulations; and to
-160 et ~se ., virginia Gas and oil Board Regulations, all as
time to time, and (2) all the interests and estates in and to thet Drilling Unit, including that of the Applicant, the Unit
that of the known and unknown persons listed on Exhibit B-3,

to and made a part hereof, and their known and unkhcnm heirs,

granted:
"Unit Opez)a
operate tileto: zhe r(()
Oakwood C
the
December I'7,
55 4 VAC l25
amended fzjbm
Qas in Sz(bjec
Operator Inc
attached Bere
executors, administrators, devisees, trustees, assigns and successors, both
immediate land remote, be and hereby aze pooled in the subject Pozmation in the
Subject Drilling Unit underlying and comprised of the Subject Lands.

6. Relief Recruested: Applicant requests (1) that pursuant to Va.
Code 5 45u1-361,22, including the applicable portions of Va. Cede 5 45.1-
361.21, tlute Board pool all the rights, interests and estates in and to the Qas
in Subject Drilling Unit, inciuding the pooling of the interests of the
Applicant .and those of the known and unknown persons named in Exhibit B-3
hereto an) that of their known and unknown heirs, executors, administrators,
devisees, !tZustees, assigns and successors, both immediate and remdte, for the
drilling +d operation, including production, of Coalbed Nethane Qas, produced
from the subject Drilling Unit established for the subject Formation



Sub) ect
Formation Unit Size

Permitted
well Location(s)

Field and
Well Classification

Order
Number

All coalbe)ds Approximately
and coal 80-acre sguare
seams balms drilling unit
the Tiller
seam, in-
cluding, but
not limited
to Upper
Seaboard
Greasy Cremk,
Biddle Sea'-
board, Lower
Seaboard, Upper,
Horsepen, IWiddle
Horsepsn, Nar
Creek, Lowhr
Horse npe
Pocahontas: Nos.
9. Sr 7r 6r 5r
4, 3, 2 and various
unnamed sekms and
associated'ack
strata

Well CBN-PQP-
B1"7-74 drilled
Apkil 1, 1977
pursuant 'to
Perlm(t ()4684
to an a(9pra-
ximete depth
of 1,659
feet.

Oakwood Coalbed
Gas Pield I
and Oakwood Coal-
bed methane Gas
Field II for
Coalbed methane
Qas including
Well Gas,
as well as Un-
sealed Qob Qas,
Short Bole Gas,
and Gas from
any Additional
Well

OQCB 3-90,
as
amemded,
(herein"O~
I Field
Rules" )
and
VQOB No.
91-1119-
0162 as
amended
(herein
"Oakwood
II Field
Rules" )

Por the Sub]sot Drilling Unit
underlying and comprised of the Subject

Land rsf8rred to as:
Unit Number B-17/B-17B

Buchanan County, virginia

t to the Oakwood II Field Rules, the Board has adapted the
hod for the calculation of production and revenue and allocation
costs for short hole and unsealed gob production of Coalbed

ependsnt upon the particular long wall mining plan applicable to
drilling unit.

Pursuan
following (set
of allowable
Nethane Ga(9 d
each 80-acfe

The designated operator of any 80-acre drilling unit or units
within the boundaries of which any long wall panel which has been
isol(lted by the driving of entiies is located and fram which Unsealed
Gob (9as, short Hole Gas or Qas i'rom any well authorized by the code of
virginia is produced, shall calculate production and revenue based up'on
the (Zine plan as implemented within each affected 80-acre drilling unit
and rin Particular, based uPon the mineral acreage, as Platted uPon the
surf8ce, in each 80-acre drilling unit actually contained within a longwall panel as depicted by said mine plan. Bxcept as otherwise provided
here/n, a copy of the pertinent portion of the mine plan being utilizedto chlculate production, revenue and costs from any affected 80-acre
drilfing unit shall be filed af recar'd with the Board prior'o the
payzzlult of any revenue based upon suhh calculations. The farmula or
divi8ian of interest for production from any 80-acre drilling unitaffested by a long wall panel and fram any separately owned tract in anysuch 88-acre unit shall be calculated as follows:



7.1. For Short Bole Qas - The amount of production produced from
and attributed to each 80-acre drilling unit shall be the
ratio (expressed as a percentage) that the amount of mineral
acreage, when platted on the surface, which is both in the
affected unit and the long wall panel, bears to the total
mineral acreage, eben platted on the surface, contained
within the entire long wall panel affecting such SO-acre
drilling unit.

7.2. For Unsealed Gob Gas - The amount of production produced
from and attributed to each 80-acre drilling unit shall be
the ratio (expressed as a percentage) that the amount of
mineral acreage, when platted on the surface, which is both
in the affected unit and the long wall panel, bears to the
total mineral acreage, when platted on the surface,
contained within the entire long wall panel affecting such
80-acre drilling unit.

7.3. i. por Qas from Anv well Located in a Lone wall panel.
After actual cosmmncemsnt of coal mining operations by the
driving of entries and completion of isolation of a long
wall panel, the amount of Qas produced from such a well and
attributed to each 80-acre drilling unit shall be the ratio

(expressed as a percentage) that the amount of mineral
acreage, when platted on the surface, which is both in the
affected 80-acre drilling unit and the isolated long wall
panel, bears to the total mineral acreage, when platted on
the surface, Contained within the entire long wall panel
affecting such 80-acre drilling unit.

ii. For Free Well Qas. - Prior to the actual cosssncement
of coal mining operations by the driving of entries and
completion of isolation of a long wall panel, Qas from any
well located in a proposed Iong wall panel shall be produced
from and allooated to only the 80-acre drilling unit in
which the well is located according to the undivided
interests of each Owner/Claimant within the unit, which
undivided interest shall be the ratio (expreesed as a
percentage) that the amount of mineral acreage within each
separate tract that is within the Subject Drilling Unit,
when platted on the surface, bears to the total mineral
acreage, when platted on the surface, contained within the
entire 80-acre drilling unit in the manner set forth in the~ I Field Rulels.

8." Slection and Election Period: In the event any Gas Owner or
Claimant ~ in Bxhibit B-3 hereto does not reach a voluntary agreemant to
share in tbs operation of any well to be located in the Subject Drilling Unit
and/or outside subject Drilling Unit but from which production is allocated to
Subject Dr()lling Unit, at a rate of payment mutually agreed to by said Qas
owner or claimant and the Applicant or operator, then such person named may
elect one df the options set'orth in Paragraph 9 below and .must give written
notice of his election of the option selected under Paragraph 9 to the
designated 'Unit Operator at the address shown below within thirty (30) days
from the dSte this Order is reoorded in the county above named. A timely
election sb)all be deemed to have been made if, on or before the last day of
said 30-day, p(sriod, such electing perssn has delivered his written election'to
the designated Unit Operator at the address shown below or has duly postmarked



and placed 'its wx'itten election in first class United States mail, postage
preyaid, ~seed to the Unit Oyeratcr. at the address shown below.

9.1 ()Stion 1 - To pazticinats In The Deveiosmen» and osmzmticn of the
Dzillinc Unit: Any Qas osner or claimant named in 5)shibit s-3 who
does not reach a voluntary agreement with the AyySicant or
'Operator may elect to yar
of the subject Dzilging
hy agreeing to pay the e

))»iona»a part of
development contemplated
'hole gaS, unsealed gob ga
yroduced pursuant to the
including a reasemable s
and operation in t Sub))

ticiyate in the develoysmnt and oyeration
()nit (hmrsaf tar "Par»le%ye»ing Operator" )
letismte of such particiyating operator's

the actual and reasdnable costs of the
by this Ordex fox'ree well ga ~ , short

8 and gas from any increased density well
I or ~ II yield Rules,

uysxvision fee, of the wel.l dsvsloyment
ect Drilling Unit, as more particulaxl

Allocable, Completed-for-Production Panel costs:

Total 8 69,682.61

set forth in virginia Qas and oil soard Regulation vR 6TAc 25-160-
100 (herein "Allot:able, completed for production costs").
Puzther, a Participating Operator agrees to pay the estimate of
such Particiyatimg Oyezaltor's yreyortionate part of the Total
Allocable, Comylstsdtfoz-Pzxstuction Panel Coats as set forth below
to the Unit oyerator within forty-five (45) days from the later of
ths date of mailing or the date of recording of this Ordsx. The
Total Allocable, Cpmyls»ed-for-Production panel costs fox the
Subject Drilling Unit are as follows:

9.2

A participating Operator's propcrtionate cost hereund8r shall be
the result obtained by multiplying the paxticipating

oyezators'Percentof Quit" times the Total Allocable eted-for-
pzoduction panel ccs)»s set forth above. provided, ', that
in the event a psxticipating oyex'ator elects to participate andfails or refuses to yay the estimite of his proportionate yaxt of
the Total Allocable, Ccmyleted-for Production Panel Cbs»s as set
forth above, all within the time set forth herein end in the
manner prescribed in p8zagzaph 8 of this order, then such
yazticiyating operator shall be deemed to have elec»ed not to
yarticiyate and to have elected comyensation in lieu of
yarticiyation pursuant to paragraph 9.2 herein.

option 2 - To Receive A cash scans consideration: In lieu of
psrticiyating in the development and operation of subject Drilling
Quit under paragxayh 9.1 above, any Qas owner or claimant named in
@chibit B-3 hereto who does not reach a voluntary agrlaewmt with
the Ayplicant or ()pszatbz may elect to accey» a cash bonus
consideration of 81.00 yer net mineral acre owned bp such yerscm,
commencing upon eat~ of this order and continuing annually untilt of production from Subject Drilling Unit, and
thereafter a royalty of 1/8th of 8/Sths [twelve and one-half
percent (12.5%)) of the net proceeds received hy the Unit Oyexator
for the sale of. the coa3)bed Nethane Qas produced from any well
development covered by this order multiplied by that person '



Division of Interest or proportional share of said production (for
purposes of this Order, net proceeds shall be actual proceeds
received less all post-production costs incurred downstream of the
wellhead, including, but not limited to, all gathering,
compression, treating,, transportation and marketing costs, whether
performed by Unit Operator or a third person) as fair, reasonable
and equitable compensation to be paid to said Gas Owner or
Claimant. The initial cash bonus shall become due and owing when
so elected and shall be tendered, paid or escrowed within sixty
(60) days of recording of this Order. Thereafter, annual cash
bonuses, if any, shall become due and owing on each anniversary of
the date of recording of this order in the event production from
Subject Drilling Unit has not theretofore commenced, and once due,
shall be tendered, paid or escrowed within sixty (60) days of said
anniversary date. Once the initial cash bonus and the annual cash
bonuses, if any, are so paid or escrowed, subject to a final legal
detezmination of ownership, said payment(s) shall be satisfaction
in full for the right, interests, and claims of such electing
person in and to the Gas produced from Subject Pormation in the
subject Lands, except, however, for the I/8th royalties due
hereunder.

Subject to a final legal determination of ownership, the election
made under this Paragraph 9.2, when so made, shall be satisfaction
in full for the right, interests, and claims of such electing
person in any well development and operation covered hereby and
such electing person shall be deemed to and hereby doss lease and
assign, its right, interests, and claims in and to the Gas
produced from Subject PoxWuLtion in the Subject Drilling Unit to
the Applicant.

3. Option 3 - To Share In The Development And Operation As A Won-
Particinatincx Person On A Carried Basis And To Receive
Consideration In Lieu Of Cash: In lieu of participating in the
development and operation of Subject Drilling Unit under Paragraph
9.1 above and in lieu of receiving a cash bonus consideration
under Paragraph 9.2 above, any Gas Owner or Claimant named in
Exhibit B-3 hereto who does not reach a voluntary agreemsnt with
the Applicant or Operator may elect to share in the development
and operation of Subject Drilling Unit on a carried basis (as a
"Carried Well Operator"] so that the proportionate paxt of the
Total Completed-for-Production Panel Costs hereby allocable to
such Carried Well Operator's interest is charged against such
Carzied Well Operator's share of production from Subject Drilling
Unit. Such Carried Well Operator's rights, interests, and claims
in and to the Gas in Subject Formation in the Subject Drilling
Unit shall be deemed and hereby are assigned to the Applicant
until the proceeds from the sale of such Carried Well Operator's
share of production from Subject Drilling Unit (exclusive of any
royalty, excess or overriding royalty, or other nom-operating or
non cost-bearing burden reserved in any lease, assignment thereof
or agreement relating thereto covering such interest) equals three
hundred percent (300%) for a leased interest or two hundred
percent (200%) for an unleased interest (whichever is applicable)
of such Carried Well Operator's share of the Total Completed-for-
Production Panel Costs allocable to the interest of such Carried
Well Oper'ator. When the Applicant recoups and recovers from such
Carried Well Operator's assigned interest the amounts provided for



)II 5R~M5
above, then, the assigned interest of such Carried Well Operator
shall automatically revert back to such Carried Well Operator,
and from and after such reversion, such Carried Well Operator
shall be treated as if it had participated initially under
Paragraph 9.1 above> and thereafter, such participating person
shall be charged with and shall pay his proportionate part of all
further costs of such well development.

Subject to a final legal determination of ownership, the election
made under this Paragraph 9.3, when so made, shall he satisfaction
in full for the rights, interests, and claims of such electing
person in any well development and operation covered hereby and
such electing pezson shall be deemed to have and hereby does
assign its z'ights, interests, and claims in and to the Gas
produced from Subject Formation in the Subject Drilling Unit to
the Applicant for the period of time during which its interest is
carried as above provided prior to its reversion back to such
electing person.

10. Pailure to Pzonerlv Elect: In the event a person named in Exhibit
B-3 hereto dbes not reach a voluntary agreement with the Applicant or Operator
and fails to elect within the time, in the manner and in accordance with the
terms of this Order, one of the alternatives set forth in Paragraph 9 above
for which his interest qualifies, then such person shall be deemed to have
elected ndt to participate in the proposed development and operation of
Subject Dkilling Unit and shall be deemed, subject to a final legal
determinatjon or ownership, to have elected to accept as satisfaction in full
for such Qzson's right, interests, and claims in and to the Gas in Subject
Formation 4n the Subject Drilling Unit the consideration provided in Paragraph
9.2 above )or which its intezest qualifies and shall be deemed to have leased
and/or ass gned his right, interests, and claims in and to said Gas produced
from subjeg Formation in the subject Drilling Unit to the Applicant. persons
who fail to properly elect shall be deemed, subject to a final legal
determinatijon of ownership, to have accepted the compensation and terms set
fozth herein at Paragraph 9.2 in satisfaction in full for the right,
interests, 'and claims of such person in and to the Gas produced from the
Subject FoxbmLtion underlying Subject Lands.

11. Default Sv Particinatino Person: In the event a person named in
Exhibit B-3 elects to participa'te under Paragraph 9.1, but fails or refuses to
pay, to secure the payment or to make an arrangement with the Unit Operator
for the payment of such person's proportionate part of the Total Allocable,
Completed-fbr-Production Panel Costs as set forth herein, all within the time
and in the manner as prescribed in this Order, then such person shall be
deemed to lieve withdrawn his election to participate and shall be deemed to
have elected to accept as satisfaction in full for such person's right,
interest, sjnd claims in and to the Gas in Subject Formation in the Subject
Drilling UnIit the consideration provided in Paragraph 9.2 above for which his
interest qualifies depending on the excess burdens attached to such interest.
Whereupon, any cash bonus considexation due as a result of such deemed

election shjall be tendered, paid or Sscrowed by Unit Opexator within sixty
(60) days after the last day on which such defaulting person under this Order
should have paid his proportionate part of'uch cost or should have made
satisfactory arrangements for the payment thereof. When such Cash bonus
considerati+ is pai& or escrowed, it shall be satisfaction in full for the
right, intejrests, and claims of such person in and to the Gas in Subject
Fozmation underlying Subject Drilling Unit in the Subject Lands covered
hereby, except, however, for any royalties which would become due pursuant to



Paragraph 9.2 hereof.

12. Assignment of Interest: In the event a person named in Exhibit B-
3 is unable to reach a voluntary agreement to share in the development and
operation of the wells contemplated by this Order at a rate of payment agreed
to mutually by said Owner or Claimant and the Applicant or Operator, and such
person elects or fails to elect to do other than participate undez paragraph
9.1 above in the development and operation of Subject Formations in Subject
Drilling Unit, then subject to a final legal determination of ownership, such
person sha),1 be deemed to have and shall have assigned unto Applicant such
person's right, interests, and claims in and to any well, in Subject Pormation
in Subject, Drilling Unit, and/or outside Subject Drilling Unit but from which
production is allocated to Subject Drilling Unit, and other share in
production to which such person may be entitled by reason of, any election or
deemed elegtion hereunder in accordance with the provisions of this Order
governing Said election.

13. Unit operator (or Onerator): CONSOL Inc., be and hereby is
designated as Unit Operator authorised to drill and operate Subject Pozmation
in Subject Dzilling Unit, all subject to the permit provisions contained in
Va. Code ¹5 45.1-361.27 et see.( ¹5 4 vAc 25-150 et ~se ., Gas and Oil
Regulation¹; ¹S 4 VAC 25-160 et seg., Virginia Qas and Oil Board Regulations;
the O~ Coalbed Gas Field I Order OQCB 3-90 and the Oakwood Coalbed
Nethane Qak Field II Order VQOB 91-1119-0162, all as amended fzom time to
time, and all elections required by this Order shall be coswunicated to Unit
Operator ia writing at the address shown below:

CONSOL Inc.
P. O. Bcx 947
Bluefield, VA 24605
Phone: (540) 988-1015
Fax: (540) 988-1055
Attn: Leslie K. Arrington

14. Cosssencement of Onerations: On April 1, 1977, Unit Operator
drilled Wall CBN-PQP-E17-74 within Subject Drilling Unit pursuant to Permit
84684. Ad4itionally, Unit Operator has drilled wells outside the Subject
Drilling Uhit from which production is to be allocated to the Subject Drilling
Unit. The (0nit operator shall prosecute operation of same with due diligence.'his Order shall terminate, except for any cash sums then payable hereunder;
otherwise, unless sooner terminated by Order of the Board at 12:00 P.N. on the
date on wbioh all wells covered by this Order and/or all wells from which
production, is allocated to the Subject Drilling Unit are permanently abandoned
and plugged.

The Unit Operator shall file with the Board notice of the date on
which any longwall panel under Subject Drilling Unit becomes isolated by the
driving of entries thereby resulting in a change in the method of calculating
production and revenue and the allocation of allowable costs from that
provided in the Oakwood I Field Rules to that provided in the Oakwood II Field
Rules.

15. Operator's Lian: Unit Operator, in addition to the other rights
afforded hereunder, shall have a lien and a right of set off on the Qas
estates, rights, and interests owned by any person subject hereto who elects



against such person's interest. Such liens and right of set
eparable as to each separate person and shall reaain liens until
tor drilling or operating any well covered hereby has been paid
ts due under the tezms of this Order.

are c le
off shall be s
the Unit ra
the full

to participete under Paragraph 9.1 in the Subject Drilling Unit to the extent
that costs incurred in the drilling or operation on the Subject Drilling Unit

16. Escrow Provisions:

The Unit Operator has represented to the Board that there are no
unknown or unlocatable owners/claimants whose entitlements are subject to the
requirements of Paragraph 16.1 below; and that there are no conflicting
owners/cia((.ments in subject Drilling Unit whose entitlements are subject to
the requikements of Paragraph 16.2 below. Therefore, unless and until
otherwise ordered by the Board, the Escrow Agent named herein or any successor
named by the Board is not required to establish an escrow account for subject
Drilling Unit (herein "the Esczow Account" ) or to receive and account to the
Board pursimLnt to its agreement foz any escrowed funds hereafter described in
Paragraphs 16.1 and 16.2:

First Union National Bank
Cozporate Trust PA1328
123 South Broad Street
Philadelphia, PA 19109-1199
TelePhone: (888) 396-0853 or (215) 985-3485
Attention: Corporate Trust Don Ballinghoff

16.1. Escrow Provisions For Unknown or Unlocatable Persons: If any
payment of bonus, royalty payment or other payment due and owing
under this Order cannot be made because the person entitled
thereto cannot be located or is unknown, then such cash bonus,
royalty payment, or other payment shall not be commingled with any
funds of the Unit Operator and shall, pursuant to Va. Code Ann. 5
45.1-361.21.D, be deposited by the Operator into the Bscrow
Account, commencing within one hundred twenty (120) days of
recording of this Order, and continuing thereafter on a monthly
basis with each deposit to be made, by use of a report format
approved by the Inspector, by a data which is no later than sixty
(60) days after the last day of the month being reported and/or
for which funds are being deposited. Such funds shall be held for
the exclusive use of, and sole benefit of the parson entitled
thereto until such funds can be paid to such parson(s) or until
the Escrow Agent relinquishes such funds as required by law or
pursuant to Order of the Board in accordance with Va. Code Ann. 5
45.1-361.21.D.

16.2 Escrow Provisions For Conflicting Claimants: If any payamnt of
bonus, royalty payment of other payment due and owing under this
Order cannot be made because the person entitled thereto cannot be
made certain due to conflicting claims of ownership and/or a
dei'ect or cloud on the title, then such cash bonus, zoyalty
payment or other payment, together with Participating Operator's
Proportionate Costs paid to Operator pursuant to Paragraph 9.1
hereof, if any, (1) shall not be cosaningled with any funds of the
Unit Operator; and (2) shall, pursuant to Va. Code Ann. 55

.45.1-361.22.A.2, 45.1-361.22.A.3 and 45.1-361.22.A.4, be deposited
by the Operator into the Becrow Account within one hundtad twenty
(120) days of recording of this Order, and continuing thereafter



on a monthly basis wi.th each deposit to be made, by use of a
report format approved by the Inspector, by a date which is no
later than sixty (60) days after the last day of the month being
rlzpeited and/or for which funds are subject to deposit. Such
funds shall be held for the exclusive use of, and sole benefit of,
the person entitled thereto until such funds can be paid to such
person(s} or until the Eacrow Agent relinquishes such funds as
required by law or pursuant to Order of the S'card.

17. sbecial Fin&inca: The Board specifically and specially finds:

licant is a Virginia general partnership comprised of
lachian Operators, Inc., and Appalachian Methane, Inc., who

,,are indirect wholly owned subsidiaries of ~SOL Bnergy.
Applicant is duly authorized and qualified to transact business in
the Cozmxnwealth of Virginia;

CONSOL Inc. has accepted Applicant's delegation of authority to
,
explore, develop and maintain the properties and assets of
Applicant now owned or hereafter acquired, has agreed to explore,
develop and maintain the properties and assets of Applicant, and
has consented to serve as coalbed Nathane Gas Unit operator for
Subject Drilling Unit and to faithfully discharge the duties
imposed upon it as Unit Operator by statute and regulation,

CONSOL Inc. is a Delaware corporation duly authorized to transact
business in the Caeaonwealth of Virginia and is an operator in the
Commonwealth of Virginia and 'has satisfied the Board'8
requirements for operations in Virginia;

Applicant, Buchanan Production Company, claims ownership of gas
leases, Coalbed Nethane Gas leases, and/or coal leases
representing 75.5758 percent of the oil and gas interest and
75.5758 percent of the coal interest in subject Drilling Unit, and
Applicant claims the right to explore for, develop and produce
Coalbed Nethane gas from Subject Formations in Oakwood Unit Number
E-17/B-17B in Buchanan County, virginia, which Subject Lands are
more particularly described in Exhibit "A";

Applicant currently proposes to produce two wells on the Subject
drilling Unit to develop the pool of Gas in Subject Formations,
and to operate and develop subject Drilling Unit by the use of one
wall located outside of Subject Drilling Unit by allocating
production from said wall to Subject Drilling Unit;

Subject Drilling Unit is located in the VP Bo. 1 Nine's Bos. 5, 6,
and 7 Longwall Panels as reflected on the mine plan attached
hereto as Exhibit 0;

The estimated total production from subject Drilling Unit is 125
to 550 3SICP. The estimated amount of reserves from the Subject
Drilling Unit is 125 to 550 ISS:F;

Set forth in Exhibit 5-3 is the name and last known address of
each Owner or Claimant identified by the Applicant as having or
claiming an interest in the Coalbed ethane Oas in Subject
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Formation in Subject Drilling Unit underlying and comprised of
3)ubject Lands, who has not, in writing, leased to the Applicant or
the Unit Operator or agreed to voluntarily pool his interests in
Subject Drilling Unit for its development. The interests of the
Respondents listed in Bxhibit B-3 comprise 24.4242 percent of the
oil and gas interests, 24.4242 percent of the coal interests in
Subject Drilling Unit;

17.9 Applicant's evidence established that the fair, reasonable and
eguitable compensation tc be paid to any person in lieu of the
right to participate in any well covered hereby are those options
provided in Paragraph 9 above;

17.10 The relief requested and granted is just and reasonable, is
supported by substantial evidence and will afford each person
listed and named in Exhibit B-3 hereto the opportunity to recover
or receive, without unnecessary expense, such person's just and
fair share of the produotion from Subject Drilling Unit. The
granting of the Application and relief requested therein will
ensure to the extent passible the greatest ultimate recovery of
coalbed methane gas, prevent or assist in preventing the various
types of waste prohibited by statute and protect or assist in
protecting the correlative rights of all persons in the subject
common sources of supply in the Subject Lands. Therefore, the
Board is entering an Order granting the relief herein set forth.

Attorney sbal
(60) days Aft
correct copy
its receipE 't
Order and Who

1 file an affidavit with the Secretary of the Board within sixty
er the date of recording of this Order stating that a true and
of said Order was mailed within seven (71 days from the data of
o each unleased Respondent named in Exhibit B-3 pooled by this
se address is known.

18. Nailinc of order And Filing Of Affidavit: Applicant or its

19. Availabilitv of Unit Recerds: The Director shall provide all
persons not subject to a lease with reasonable access to all records for
Subject Drilling Unit which are submitted by the Unit Operator to said
Director anil/or his Inspector(s).

20. Conclusion: Therefore, the reguested relief and all terms and
provisions set forth above be and hereby are granted and IT IS SO ORDERED.

21. Anmeals: Appeals of this Order are governed by the provisions of
Va. Code tu)n. S 45.1-361.9 which provides that any order or decision of the
Board may his appealed to the appropriate circuit court. Such appeals must be
taken in the manner prescribed in the Administrative Process Act, Va. Code
Ann. 5 9-6.14:1 et ~se . and Rule 2A of the Rules of the Virginia Supreme
Court.

22. Bffective Date: This Order shall be effective on the date of its
execution.

DONE AND EXECUTED this ~ day of Narch, 2001, by a majority of the
Virginia Gas and Oil Board.

CNhiT(san, IPtny R. Nfhyler
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DOBE ABD PRRFORNED this ~My of Na~h, 2001, by Order of this Board.

B. K. NXMon
Principal Executive To The Staff
Virginia Qas and Oil Board

STATE OF VljkmrlA )
CODBTI OF Wfsg )

Acknoeledged on this~ day of Narch, 2001, personally before me a
notary publgc in and for the Co)maonwealth of Virginia, appeared Benny Raspier,
being duly Isworn did depose and say that he is Chairman of the Virginia Qas
and Oil Scaled, that he executed the sa and was authorised to do so.

MsaC~
Susan Q. garrett
Notary Public

Ny ccmnission expires July 31, 2002

STATE OF VISQINIA )
COOHTY OF NLSRIHQIOE )

Ac 1 on this 5knqw edged day of Narch, 2001, personally before me a
notary pub4ic in and for the Cosaaonwealth of Virginia, appeared B. R. Wilson,
being duly~ sworn did depose and say that he is Principal Executive to the
Staff of t4e Virginia Qas and Oil Board, that he executed the same an& was
authorised to do so.

Diane J. Davis //
Notary Public

Ny commission expires September 30, 2001
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